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: * 


Mr. Scuuttz: With me today are 
0 outstanding liberal public off- 
Js. Senator George D. Aiken of 
-rmont—need I say, a Republi- 
a?—is senior member of the Agri- 
tural Committee of the Senate 
d was acting chairman of that 
ymmittee at the time the last Con- 
ess pioneered the food lunch and 
od stamp plans. He is author of the 
ken-Hope Bill—that is, the Agri- 
ltural Act of 1948—which was 
acted last summer and which will 
ovide a system of flexible price sup- 
rts for farm products beginning 
xt January 1, unless the Act is 
anged. Secretary Charles F. Bran- 
n, the Secretary of Agriculture, 
s worked his way up in that organ- 
ition. He has been deeply con- 
rned about the welfare of Ameri- 
n agriculture; on April 7, this year, 
placed before the Senate and the 
ouse a new set of ideas for dealing 
th the pricing problem in agricul- 


re. 


Ll Wartime price supports expired De- 
aber 31, 1948. Without additional legis- 
ve authority, farm price supports would 
re reverted to the provisions of the 1938 
islation. Price supports on the basic 


Price 

Received 
reat, per bu. $2.05 
e, per bu. 2.50 
rh, per bu. 1.23 
tton, per pound 30 
nuts, per pound 10 


Senator Aiken, what is the Agri- 
cultural Act of 1948? 


Senator AIKEN: The Agricultural 
Act of 1948 is a bipartisan measure 
which was enacted by the Eightieth 
Congress, because the Congress real- 
ized that we could not continue with 
the high wartime supports for pro- 
duction of agricultural commodities, 
which had resulted in an increase of 
35 per cent in agricultural produc- 
tion in this country; neither could 
we, in the light of experience, afford 
to go back to the level of supports 
which were written into the Agri- 
cultural Act of 1938, commonly 
known as the Triple “A” Act. And 
so, the Agricultural Act of 1948 is 
the result. Title I of the Act, which 
was the part insisted upon by the 
House, simply continues the wartime 
supports for this year, 1949. Title II 
of the Act sets up an almost en- 
tirely new farm price-support pro- 
gram which will take effect on Janu- 


ary 1, 1950.1 


commodities at 1948 levels and at the 1938 
levels of 52 to 75 percent of parity com- 
pare with prices received by farmers De- 
cember 15, 1948, as follows: 


1948 1938 
Support Level Support Level 
$1.96 $1.13-$1.64 
1.81 None specified 
1.43 .83- 1.19 
28 16-—  .23 
sil None specified 
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Mr. Scuuttz: Secretary Brannan, 
what is your proposal, and why did 


you make it? 


SECRETARY BRANNAN: Let me, first. 


of all, make just one point about 
what Senator Aiken has said. The 
present Act, he stated, was a biparti- 
san Act. I agree to that, but it also 
had bipartisan opposition, because, as 


In order to continue price supports on the 
higher level and on a wider list of com- 
modities than required under the 1938 act, 
new legislation was passed in 1948. The 
key provisions of the Agricultural Act of 
1948 are (1) Extension of wartime price 
supports at 90 percent of parity through 1949 
for the basic commodities and for dairy 
products, hogs, chickens and eggs. Extension 
of price supports at not less than 60 percent 
of parity through 1949 for the remaining 
commodities where the Secretary of Agricul- 
ture by public announcement had requested 
an expansion of production during the war. 
These include potatoes, sweet potatoes, tur- 
keys, peanuts for oil, wool, dry beans, dry 
peas, flaxseed for oil and soy beans for oil; 
(2) In 1950 and thereafter maintain price 
supports on the basic commodities at 75 per- 
cent of parity for a normal supply with ad- 
justments downward to 60 percent of parity 
as the supply exceeds normal and up- 
ward to 90 percent of parity as the sup- 
ply falls below normal; (3) Loans 20 
percent above these levels are authorized 
up to a maximum of 90 percent of parity 
when acreage allotments or marketing 
quotas are in effect; (4) Support prices for 
nonbasic commodities at levels not to ex- 
ceed 90 percent of parity are permitted but 
not required; (5) Tobacco, wool and po- 
tatoes are given special treatment—tobacco 
price supports remain at 90 percent of par- 
ity without adjustment for supplies. Wool 
is supported at such level, within the range 
60 to 90 percent of parity, as the Secretary 
considers necessary in order to encourage 
an annual production of approximately 


you remember, in the House, the 
was as much Republican oppositia 
to it as there was Democratic—or | 
least there was almost as much. 


Senator AIKEN: May I interru 
by saying that it also had the suppo 
of every major farm organization 
the country. 


360,000,000 pounds of shorn wool. Pota 
price supports are required within the ran 
of 60 to 90 percent of parity; (6) Mark 
ing quotas are authorized when supplies 4} 
wheat, corn and rice are more than 20 pe 
cent above normal and when the supply 
cotton is more than 8 percent above n 
mal. Permanent marketing quotas are a 
thorized for tobacco on conditions specifi 
in earlier legislation; (7) Price supports | 
levels above 90 percent of parity are autho 
ized when the Secretary after reasonab 
public notice and public hearing determin 
that supports at such increased levels a 
necessary in order to increase or mainta 
the production of any agricultural co 
modity in the interest of national securi 
(8) The parity formula is revised for us 
beginning in 1950. Under the new form 
la the parity price of each farm commod 
ity is computed by adjusting the past 1 
years average prices by the percentage b 
which all farm prices in the previous 1! 
years average above or below the curret 
index of prices paid by farmers. Thus if th 
price of wheat averaged $1.00 per bushel i 
the previous 10 years while the index of a: 
farm prices averaged 200 and the currer 
index of prices paid by farmers includini 
taxes and interest was 240 the parity pria 
would be computed as follows: $1.00 = 
200 = 50 X 240 = $1.20 parity price ¢ 
wheat; (or) 240 + 200 = 120 X $1.00 = 
$1.20 parity price of wheat (Walter W 
Wilcox, Alternative Policies for America| 
Agriculture [Washington: Library of Cor 
gress Legislative Service, 1949], pp: 19) 
Tipe | 


Mr. Scuutrz: Now, let us get the 
oposal. 


SECRETARY Brannan: First of all, 
€ proposal is not entirely new. It 
mstitutes, as do Titles I and II of 
e present Act, amendments to the 
asic legislation of 1937, namely, the 
riple “A” Act. The first major de- 
>ction in my proposal from the old 
linking is that we set up an income 
jective. In other words, we have 
ied to relate this price-support 
rechanism to an income objective 
yr American farmers and, too, as 
istinguished from the specific inter- 
lationship of the prices of specific 
ommodities. 


Secondly, we have tried to secure 
1e adjustments out of the crops 
hich are in long supply—having 
ot into that pattern of production 
uring the war—into the crops 
hich are in short supply but which 
1e American economy needs. And, 
1erefore, in an effort to secure that 
djustment and also to achieve the 
icome objective, we started to work 
n the commodities which contribute 
lost to farm income. Heading the 
st are meat products, dairy prod- 
cts, and on down. So, the proposals 
nd to deal with about 75 per cent 
f the products which contribute to 
ie American farmer’s income 
hereas the present law deals with 
aly about 25 per cent, on the aver- 
se, of all products. 


Mr. Scuuttz: In addition, it also 
as the idea of income payments or 
roduction payments, as you call 
em. 
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SECRETARY BRANNAN: Yes, sir; and 
that is my third point. We intend to 
deal with the perishables by what I 


think is a new approach. 


Mr. Scuuttz: Which you call the 


“production payment”? 


SECRETARY Brannan: “On the 
production payment.” That allows 
the price of those commodities to 
seek their supply-and-demand level 
in the market place; and if that 
supply-and-demand level is below 
the support price, then the farmers 
are paid the difference between the 
average of their price in the market 
place and the support price.” 


Mr. Scuuttz: You have just in a 
few words, Senator Aiken, tried to 


2 The Secretary of Agriculture, on April 
7, 1949, appearing at a joint hearing of the 
House and Senate Committees on Agricul- 
ture, announced and recommended a price- 
support program having the following 
major characteristics: (1) It would establish 
a new base period in determining the de- 
sired relationship between prices paid and 
prices received by farmers and, in doing 
so, abandon the old 1910-14 base period in 
favor of a moving base beginning with the 
ten years 1939-48; (2) It would employ a 
ten-year moving average in determining 
the level at which any given farm product 
is to be supported relative to other farm 
products—a procedure quite similar to that 
specified in the Agricultural Act of 1948; 
(3) It would provide price supports which 
are independent of year-to-year variations in 
supply, thus leaving out the flexible fea- 
tures of the Act of 1948, which provides a 
schedule of price supports dependent upon 
the size of the supply of the product; 
(4) In administering the new price-support 
program, the USDA would employ a type 
of income payments [called “production 
payments”] in addition to the existing 
measures already authorized. 
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tell us a little about the Agricultural 
Act of 1948; and the Secretary has 
also very briefly said a few words 
about this new proposal. Now, in a 
few minutes’ discussion, it seems to 
me, we have to get a little deeper into 
both of these. But, for the moment, I 
would just like to ask you, Senator 
Aiken, why in the deuce does the 
government have to be concerned 
about farm prices? 


SENATOR AIKEN: The government 
has to be concerned about farm 
prices, because the government has to 
be concerned about farm supplies. 
We look to the farm to provide the 
food and fiber for our industries and 
for our consumers. We look to the 
farm for the protection of our na- 
tional security; and, during the late 
war, I believe that, next to the fight- 
ing forces of the United States, our- 
selves, the American farmer con- 
tributed more toward the winning 
of the war than any other factor in 
the country. 


I would 


SECRETARY BRANNAN: 
agree to that. 


Mr. Scuutrz: But every cog is as 
important as every other cog if you 
really have a wheel... 


Senator AIKEN: That is right. 


Mr. Scuutz: ...and we are real- 
ly an interdependent economy. 


Senator Arken: And the pur- 
chasing power of the American 
farmer has a very profound effect 
upon our entire national economy. 
The person living on the farm uses 
about twice as much in the way of 


industrial products, per capita, as th 
nonfarm person does. And, last bu 
not least, the farmer is in the peculiai 
position of not being able to fix « 
price of the things which he pro 
duces in the way in which certair 
other groups of our national econ 
omy do. Therefore, government 

decided—and I think the public i 
decided as well—that a farm pro 
gram which will protect our “a 
economy is necessary to the welfar 
of each and every one of us. : 


Mr. Scuuttz: I would like tc 
challenge some of these issues. I feel 
however, that this may become easie! 
as we proceed. I do want to say 
though, that, in fact, we are discuss 
ing this topic today at a time wher 
the farmers are, by all past standards 
very prosperous. 


SEcRETARY Brannan: And that i: 
where we want to keep them. We 
want to keep them at a reasonably 
high level, because one has to remem 
ber now that the farmers constitut. 
about one-fifth of our population ir 
this country; and yet, at their peak 
they have received only about one 
seventh of the total national income 


Senator AIKEN: And we ar 


agreed on that, too. 


Mr. Scuuttz: Actually they are 
less than one-fifth of the population 
Actually the difference is even great 
er, which means that there must be : 
great deal of poverty in some section: 
of agriculture. Is that a fact? 


SECRETARY BRANNAN: That too, ¢ 
course, is pointed up by another sta 
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stic which we very often use— 

mely, that farm people, on the 
erage, per capita, received about 
‘ne hundred and six dollars’ income 
1948 when they were at their peak 
come, while, during the same year, 
onfarm people received on the aver- 
Ze, per capita, about fifteen hundred 
ad sixty-five dollars. 


: Mr. Scuuttz: And that nine hun- 
red dollars includes the food which 
1ey ate and used in the household; 
ad it also includes the value of the 
ouse and the other contributions to 
1e farm itself. That is correct. 


SENATOR AIKEN: May I add that 
1e larger size of the average farm 
umily has the effect of reducing the 
er capita income, too. 


Mr. Scuuttz: But to get back to 
lis question of recent prosperity, 
lis income to agriculture has been 
2 a remarkable sense maintained, 
ecretary Brannan, and despite the 
ict that prices have been going 
own. That is, there has been a drop 
) agriculture prices already of 16 per 
ent from the peak. I believe that the 
ow of income this year was about 
1€ same as it was last year, for exam- 


le. Am I right in that? 


SecrETARY Brannan: I do not 
ink so. You are a good economist 
ad probably know these figures bet- 
r than I do. But it is my under- 
anding that the American farmer 
; a whole received about thirty-one 
lions of dollars of income in 1948. 


Mr. Scuurtz: That is right, yes. 


SecreTARY Brannan: This year, 


our Bureau of Agricultural Econom- 
ics folks tell me that he is going to 
receive about twenty-seven and one- 
half billions of dollars. And, since 
that estimate, farm income has come 
down further, or, at least, the prices 
of some commodities have come 
down even somewhat more. 


Mr. ScHuttz: Your point is accu- 
rate and well taken. That is, during 
the first four months of this year, the 
farm income from sales was eight 
billions of dollars, about the same 
as last year; but clearly prices are 
headed down, and the larger volume 
of sales will not make it up in the 
total. This is particularly true in the 
livestock production which lies ahead 
now. So, your point is very well 
taken. 


SECRETARY Brannan: And I 
would like to add, too, that there is 
this other matter of which you and I 
speak, called the “market basket.” 


Mr. Scuuttz: This is from the 
consumers’ point of view now? 


SEcreETARY BRANNAN: Yes; from 
the consumers’ point of view, it rep- 
resents the things which the average 
family buys throughout the year to 
eat. From June, 1946, when OPA 
ended, to July, 1948, the cost of that 
average market basket for the year 
rose about $228; and, of that, the 
farmer got about $124, and the mar- 
keting agencies got about $104. 


Mr. Scuuttz: Almost half of it. 


SECRETARY BRANNAN: Or about 
half of it. But when it started down 
in July, 1948, and has continued 
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down to the present—between the 
period of time, July, 1948, to January, 
1949—the annual price of that mar- 
ket basket has decreased on an aver- 
age of $48. Of that the farmer ab- 
sorbed $44, while the marketing 
operator absorbed only about $4. I 
point that out only to say to the con- 
sumers of the country that, as their 
prices go down, I hope that they do 
not all think that farmers share 
equally in that reduction. 


Mr. Scuuttz: To put it another 
way, a very considerable drop in 
farm income, or farm prices, does not 
necessarily quickly reflect itself in 
lower consumer prices of food. 


SECRETARY BRANNAN: That is a 
better way to say it. 


SenaToR AIKEN: I would say, 
however, that some of the costs of 
getting the food from the farm to 
the consumer are not likely to go 
down, because, as farm prices went 
up, labor costs went up, transporta- 
tion costs went up... 


Mr. Scuuttz: And they are fixed. 


SENATOR AIKEN: ... and other 
costs went up and have become fixed. 
I doubt whether they do go back to 


the level where they were before. 


SECRETARY BRANNAN: All of which 
is a good argument for trying to do 
something fair and proper about 
keeping farm prices at a fair and 
reasonable level. 


Mr. Scnuttz: I am very much 
impressed with the fact that we have 
on our hands a legacy in agricultural 
policies, Senator Aiken, which ties 


us to an obsolete parity, of whic 
Secretary Brannan will probab 
want to say more a bit later. It al 
has a great number of obstacles in i 
as I see it. Would you agree on 

at all? 


SENATOR AIKEN: Yes, I do agre 
that we have the legacy of either in 
adequate price supports or too hig 
fixed price supports. We have ir 
herited the legacy of faulty defin 
tions for normal supply and tote 
supply of farm commodities. W 
have the legacy of inadequate prov 
sions for establishing marketing que 
tas for the various crops, when it 1 
necessary to establish such quotas 
and not only does that necessitat 
further legislation, but it is what, 1 
effect, necessitated the Agriculture 
Act of 1948. 


Mr. Scuuttz: I presume that bot 
of you see a large number of limit 
tions to what came up as agricultur: 
policy as we came out of this postwa 
period. Now, in an attempt to corre¢ 
some of these shortcomings and ovel 
come them, you say, came the Agr 
cultural Act of 1948. 


Senator AIKEN: That is right. 


Mr. Scuuttz: What is really basi 
and important about that? Let u 
stop on that for a moment. 


SENATOR AIKEN: The Agricultur: 
Act of 1948 contained two very basi 
provisions. One was a modernizatio 
of the parity formula, which, whil 
it does not discard the old 1909-1 
base period entirely (because, afte 
all, that was the fairest period whic 
we have had so far), yet it does brin 
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up to date so as to put the dif- 
ent farm commodities in a proper 
ation to one another. And it estab- 

es a flexible system of price sup- 
rts. As I said a few minutes ago, 
th these provisions were supported 
| all the major farm organizations 
this country. 


Mr. Scuuttz: But, for the mo- 
ent, what are the merits of doing 
ese two things? 


Senator AIKEN: The merits are 
ty much the same merits as Secre- 
ry Brannan claims for the program 
hich he submitted to the Congress 
e other day. The 1948 Act is 
nted toward stabilizing farm in- 
me; in other words, it puts sup- 
yrts On an income rather than on a 
mmodity price basis. 


Mr. Scuuttz: Wait a while; I do 
tt follow this. This means, if you 
ke a particular crop, that a big crop 
ill bring about as much income as 
small crop? 


Senator AIKEN: That is right. It 
ves the Secretary of Agriculture a 
nge within which to establish a 
rm support-price program, which 
from 90 per cent of parity down to 
level fixed by a formula contained 


the bill. 


SECRETARY BRANNAN: Senator, if a 
x crop produces as much income to 
rmers as a little crop, what really is 
e incentive for farmers to produce 
big crop and thereby make avail- 
le to all the consumers of this coun- 
- our great capacity to produce for 
undance? 


SENATOR AIKEN: Because a too 
high price-support program unstabil- 
izes farm income. 

Mr. Scuuttz: Is it too high now, 
or is it the fact that it is not flexible 


in the terms of the size of the supply? 
There is a difference in those. 


SENATOR AIKEN: As I said, the 


‘Secretary of Agriculture, under this 


plan, will have a range between a 
level fixed by a formula in the 1948 
Act and 90 per cent of parity within 
which to exercise his judgment in fix- 
ing the floor for certain farm com- 
modities. And if he fixes that too 
high—and literally “fixes” it so that 
it is not flexible—then the result is 
that, when the farmer produces the 
high yield and also gets a high price 
for it, he gets a very high income; he 
overproduces and a good share of the 
crop will go into storage. Then there 
comes a year when there is a low 
yield, he still gets the high price, and 
the products are taken from the stor- 
age to put upon the market. That 
prevents a natural expansion of con- 
sumption in the high-yield years and 
finally winds up by stabilizing high 
prices to the consumer; but it does 
not, in any sense of the world, sta- 
bilize farm income. 


SecreTARY BRANNAN: OF course, 
Senator, it is important that for the 
benefit of our listeners we make a 
distinction here on what types of 
commodities we are talking about, 
because in the perishables, which in- 
clude meat, dairy products, and 
many other things which make up a 
major portion of the diet of the 


8 


American people, our proposals are 
that we allow them to seek their 
market supply-and-demand level in 
the market place and thereby test or 
flow out to the farthermost reaches 
of our consumer capacity. 


Mr. Scuuttz: May I just disrupt, 
in a sense, here to say that we do 
want now to get to your proposal, 
Secretary Brannan, which, it seems‘ 
to me, is a counterproposal. It really 
is true, is it not, that your proposal, 
in fact, deals with the durables in 
pretty much the same fashion as the 
Agricultural Act of 1948. 


SECRETARY BRANNAN: In about the 
way that they are now. 


Mr. Scuuttz: It is about the same 
except that there is not the flexible 
feature. But, other than that, the 
level is about the same. 

Perhaps now, Mr. Secretary, is the 
time for you to restate the crucial 
points of merit, as you see them, in 
the proposal which you outlined for 
the first time on last April 7. 


SECRETARY BRANNAN: Let us take 
the storables and get them out of the 
way right now for the purposes of 
discussion, because we do treat them 
about the same. The chief items 
which identify that category are, of 
course, cotton and wheat. There are 
some others—tobacco and a few 
other things. But the nonstorables are 
the things which the American peo- 
ple need in ever increasing supply, 
dairy products—milk and cheese and 
butter—and such products. 


Mr. Scuuttz: And the meat ani- 
mals. 


THE UNIVERSITY OF CHICAGO ROUND TABLE 


SEcRETARY BRANNAN: And all 
meat animals. We have put the su 
port level for those commodities at} 
fairly high figure. I call it a “fain 
figure, but it is high compared wi 
some of the other estimates of whe 
they ought to be. And then we sa 
let those commodities find their ley 
in the market place, when they mo 
to market, at the supply-and-dema 
level. And if the average of 
supply-and-demand level in the ma 
ket place is below the price which 
have set as a support standard f 
that commodity, then let the govers 
ment use the same money which 
now uses to support those commod 
ties by withdrawing them from th 
market and pay it directly to farmer 
and let the. commodities all remai 
in the market. 


Senator ArkEN: And everythin 
which you propose, Secretary Bra 
nan, can be done after January 
1950, under the Agricultural Act « 
1948, except to raise the limit to 1¢ 
per cent of parity, or income suppo 
standard, as you call it. After Januai 
1, you will have the right to mak 
payments as well as to make pu 
chases and loans in the support « 
those commodities, both basic ar 
nonbasic. 


SECRETARY BraNNAN: That is 
question where we ought to ha 
brought in our lawyers, because, f 
instance, let us take the example | 


pork. 


SENATOR AIKEN: I am taking t 
word of your lawyers. They gave 
to me last fall. 
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SECRETARY BRANNAN: I have an 
dinion right here in front of me 
hich says that I could not support 
e price of pork under the law as it 
s into force and effect in 1950 un- 
ss I were to determine that pork 
duld be put in storable form. Now, 
ou and I know that pork can be put 
1 storable form but that that is not 
_very practical way to treat all the 
ork in the country. 


Senator Arxen: I have the analy- 
is of the 1948 Act, which was writ- 
en by the same source, of July of 
ast year which says that you can sup- 
ort the price of virtually any com- 
nodity by payments. 


Mr. Scuuttz: Rather than to dis- 
uss the legality under the existing 
1w and the proposed law and their 
ifferences, I take it that both you, 
enator Aiken, and you, Secretary 
srannan, do subscribe to'a procedure 
thich we might call letting the mar- 
et prices channel things to the con- 
umer, when you are dealing with a 
erishable product. In that case, if 
1€ support price which is agreed 
pon is higher, the difference is 
overed by some types of payments 
the farmer. There is no difference 
ere, really, in principle. 


Senator Aiken: If I had not sup- 
orted such a principle, I would not 
ave agreed to have it written into 
1e 1948 Act. I do submit, however, 
tat it will have to be used very care- 
illy and, I think, rather sparingly, 
ecause it can be used to do harm. 
-can also be used to do good. 


Mr. Scuuttz: Why? 


SENATOR AIKEN: When we put 
that provision in the 1948 Act, we 
had the case of wool in mind. Instead 
of the government’s taking posses- 
sion of the wool, physically, it could 
have simply told the woolgrowers to 
put that up on the market and made 
up the difference between the sup- 
port level and the average price 


which they received. 
Mr. Scuuttz: Yes, that is right. 


SENATOR AIKEN: But let us take 
the case of potatoes. The Secretary 
would have had to have been very 
careful not to put too many potatoes 
on the market to lower the price, 
because if he had put the entire 1948 
crop on the market, potatoes would 
have been worth just about the cost 
of transportation and handling, and 
we would have had to have bought 
the whole crop, instead of only part 
of it. 


Mr. Scuuttz: It would probably 
have been the best way of handling 


potatoes in that case. 


Senator ArkEen: No. I do not 
think that he could have put the 
entire crop on the market. He could 
have put part of the crop on the 
market. 


Mr. Scuuttz: And I think that 
the most severe indictment of what 
is involved when we try to hold the 
prices in the market is what has 
really been shown to us in the po- 
tato case. I should argue, really, that 
if you take this approach seriously, 
you ought to use it on all products, 
except where you have to build up 
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stocks against weather—as in the 
feed grains; that you ought to do it 
in cotton; that you ought to do it in 
wheat; and that you ought to do it 
in wool. I would say that your real 
problem is that you do not get the 
price too high. 


SENATOR AIKEN: I want to suggest 
that that could be done under the 
1948 Act under Title II but that the 
Secretary of Agriculture would have 
to use the powers very carefully or 
he might do more harm than good. 


SECRETARY BRANNAN: As a matter 
of fact, it is my understanding that 
that is the thing which we could do 
in 1950 under the present existing 
legislation, with respect to the stor- 
ables, but could not do with respect 
to the perishables or nonstorables. 

You know, Senator, if I may pur- 
sue that one step further in a semi- 
facetious note, I would just like to 
remind you that both the statements 
opposing my proposals—by two of 
the farm organizations—attack very 
strongly my proposed use of produc- 
tion payments for the storables. As 
a matter of fact, they opposed the 
use of production payments on any 
crop. I am sure that that is Kline’s 
position, and I understand that it is 
the National Grange position also. 


Mr. Scuuttz: Since I have not 
really made my main criticism of 
these proposals. . . . 


Secretary Brannan: We ought to 


let Ted talk a little. 


Mr. Scuuttz: You make the laws, 
Senator Aiken. 


Senator Aiken: And you tal 
about them. 


Mr. Scuuttz: You have to admin 
ister them; now let me talk abow 
them. 


SENATOR AIKEN: Go ahead. 


Mr. ScHuttz: It really seems td 
me that there are two basic issues 
which we ought to face and “a 
they have to be faced whether w 
take the Act of 1948 or take yor 
proposal, Brannan. One is the situ 
ation when the economy is in full 
employment. Is there then any justt- 
fication for having the support prices 
above the market level? That is ques. 
tion one. And the second question: 
In all this procedure, let us take the 
example of the farmer who is really 
poor in agriculture—the lower third. 
the man who has fewer resources 
and does not really produce much 
It does not matter whether you take 
the Act of 1948, with its flexibility 
and its rate, or the new proposal, he 
simply is by-passed, and he really i: 
our problem, particularly when we 
have full employment. What do you 
say to that? 


SENATOR AIKEN: When people are 
fully employed, I feel that there 
would be very little need for a price 
support program. 


Mr. Scuutrz: That is right. 


SENATOR AIKEN: It should be or 
the books, but it will be very inex 
pensive. 


Mr. Scuuttz: But on the book: 
below the market price. 


THE UNIVERSITY OF CHICAGO ROUND TABLE 11 


ENATOR AIKEN: Below the mar- 
t price. I think that it should be 
st below a fair market price and 
t high above a market price. I do 
it think that it should be on a high 


st-plus basis. 


SecrETARY BRANNAN: Look here 
yw, you folks talk about market 
tices. What makes market prices is 
ipply and demand. We maintain a 
arket price today by the present 
ipport methods, but we maintain 
¢ market price at a given level by 
ithdrawing the supply and destroy- 
g it or doing something with it. I 
ink that if you are talking about a 
arket price, you have to talk about 
e market price which reaches all 
€ consumers of this country who 
e reasonably able to participate in 
e market. I am not talking about 
e people who are out on the relief 
riphery of our economy but the 
ople who have a fairly decent in- 
me and who make a day-in-day-out 
ntribution. You have to get a mar- 
tt price which lets them share the 
nefits of our great productive ca- 
city, because, after all, they pay 
xes for a long time to help farmers 
ar up to this kind of a capacity. 


Mr. Scuuttz: But when we move 
normal times, farm food value is 
uch lower than your flexible 1948 
rity and a good deal lower than 
rat the Secretary is proposing. The 
ther prices get out of line during 
ll employment, the more we will be 
volved in government outlay and in 
ntrols. Under conditions of essen- 


tially full employment, we cannot ad- 
just cost or control of farming much 
in order to change supply. 


Senator AIKEN: I do not think 
that it would be necessary. The aims 
of the 1948 law are to stabilize in- 
come, to encourage conversion to an 
animal industry, and to avoid, except 
as a last result, government controls 
over the farms of our country. Those 
are very worthy objectives. The pur- 
pose is to establish a price level below 
which farm commodities cannot safe- 
ly fall without bringing down not 
only our agriculture but our entire 
national economy with it. 


Mr. Scuuttz: As I see it, farm 
policy has come to a fork in the road 
and a lot depends upon which way 
we go. Like travelers in a desert, we 
can easily be victims of a mirage— 
the mirage of the high prices which 
reflect the war and the food shortages 
of the recent past. I feel keenly that 
we need to see the hard realities 
which lie ahead which mean that 
farm products are not nearly so valu- 
able to society as the current policy 
discussions take for granted—and I 
say this, you see, to both of you. 


SecrETARY Brannan: And I do 
not think that either of us agrees. 


Mr. Scuuttz: I know that you do 
not. I would put it down as a basic 
proposition that, when the economy 
is in a good state of health, at or near 
full employment, support prices to 
farm products should be low enough 
to clear the market. 


A STATEMENT ON FARM INCOME-PRICE 


SUPPORT RECOMMENDATIONS 
By CHARLES F. BRANNAN* 


... UNDER my proposal, the income 
standard from which price supports 
would be computed is 15 per cent 
lower than that actually received last 
year. 

How much lower does the public 
interest permit farm prices to go 
without similar cuts for all other 
groups? 

Let me clear up one other point in 
this connection. My proposal is plain- 
ly not a guaranteed-income scheme. 
If the farmer’s production fails for 
any reason, price support does not 
help him. This proposal does proceed 
toward an income objective. It does 
offer a means of computing price sup- 
ports from a minimum income stand- 
ard, recognizing that we are more 
fundamentally concerned with in- 
come than with price. It does offer 
a means of extending price support 
to those commodities which are most 
important in the farm income pic- 
ture. But it cannot provide farmers 
a guaranteed level of income unless 
Congress should make a flat commit- 
ment on every commodity produced 
by farmers, and I am sure nobody 
expects this will be done. Under my 
proposal, farm prosperity would cer- 
tainly continue to depend upon indi- 
vidual enterprise and abundant farm 
production as well as upon high-level 


*Excerpts from supplementary _ state- 
ment by Secretary Brannan presented by 
Secretary Brannan on April 25, 1949, before 
the House Committee on Agriculture. 


12 


employment and purchasing powe} 
in the whole economy. 

Let me also point out that this is 
price support recommendation—n 
a consumer subsidy proposal. I hay 
merely recommended those meth 
of supporting farm prices which wil 
do most to lick the surplus probl 
by encouraging consumption. Ther 
is a considerable difference betweer 
(2) subsidizing consumption wit 
the hope that the benefit will trickl 
down to the farmer and (4) sup 
porting farm prices in ways whicl 
will give consumers the most for theii 
money. I am, of course, recommend 
ing the latter. The payment methoc 
for use on perishable commoditie 
will enable us to go on producin; 
and consuming somewhere past thi 
level where straight dollar demanc 
would temporarily stop us. That en 
ables genuine demand and our rea 
productive power to exert greater in 
fluence in our economy. ... 

For the purpose of the commodit 
by commodity discussion which fol 
lows, I am assuming one and th 
same level of support regardless o 
whether that level is establishe 
under the income support standar 
formula, the present formula now i 
force and effect, or the formula de 
scribed in Title II of the Act of 194 
or, for that matter, any other formv 
la. In short, I am making a compar 
tive analysis with respect to metho 
only. Obviously a lower support pric 
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uld mean a relatively lower com- 
tment by the Government and 
reby lower losses where any losses 
the Government occur. It would 
tainly mean lower income protec- 
n to farm people. 
Cotton, Tobacco, Corn and Wheat. 
No change is proposed in method 
‘supporting the farmer’s price of 
ston, tobacco, corn, and wheat 
uich coincide with the present price 
pport operations with respect to 
2se commodities. That is, we would 
= commodity loans and purchase 
reements. Therefore, any estimate 
loss or gain on these commodities 
der the proposed program is equal- 
applicable to the present or author- 
sd program. 
Hogs.—Of the nonstorable or per- 
able commodities in Group One, 
gs present one of the most difficult 
pport problems with which we 
ay be confronted. 
For the purposes of an example, 
us take a year’s production goal 
20 billion pounds of hogs, live 
sight, and a price support level of 
out $16.50 per hundredweight. 
1en let us assume that we have one 
lion pounds of live hogs which will 
t clear the market at a price which 
ll reflect the support price to the 
rmer. Assuming this excess produc- 
n, there is an immediate obligation 
support the price of hogs through 
surchase program, the only method 
w authorized by law. This would 
st about $230,000,000. This esti- 
ate is reached as follows: 
The initial obligation would be 
out $165,000,000; this assumes that 


we would buy the hogs at the farm- 
er’s gate and that the acquisition of 
the hogs could be accomplished with 
no expense whatsoever to the Govern- 
ment. Everyone knows that this is an 
unreasonable assumption because we 
cannot buy hogs at the farmer’s gate, 
nor, in fact, can we buy them at stock- 
yards. 

The only practical way to buy hogs 
is from the packer after slaughtering, 
processing, curing, and so on. Buying 
it from the packer in the form of 
fresh and cured pork would involve 
the additional expenditure of at least 
$65,000,000. Immediately upon ac- 
quisition of the pork, arrangements 
must be made for its proper storage. 
This means additional handling and 
storage charges by the month. Pork 
can be kept in good condition under 
the best refrigeration for only six 
months to one year. That being the 
case, the Commodity Credit Corpo- 
ration would have to go into the 
world market to find a purchaser 
within a relatively short time. The 
pork obviously could not be sold into 
the American market because it 
would break the support price. The 
Government would be faced with a 
total loss of the $230,000,000 plus 
carrying and disposal charges, less 
whatever could be realized from sales 
to offshore customers. 

With this $230,000,000 a produc- 
tion payment to farmers could be 
made on 21 billion pounds of hogs 
in the approximate sum of $1.10 per 
hundred, live weight (or more if pay- 
ments were made only on market- 
ings). In other words, the price of 
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hogs, live weight, in the market place 
could be reduced by $1.10 before it 
would cost this Government one cent 
more money than it would be obli- 
gated to pay under the purchase 
method. This $1.10 is about seven 
per cent of the $16.50 assumed sup- 
port level. If a seven per cent reduc- 
tion could be carried all the way 
through to the retail level, it would 
be possible to reduce the consumer’s 
price of pork by about seven per cent 
and at the same time give him access 
to the finished pork product from one 
billion pounds of live hogs. Perhaps 
this example is an over-simplification. 
There are many factors which might 
influence the final conclusion in a 
small way in either direction. But we 
do believe it summarizes the essential 
facts eee 

Another misunderstanding of my 
recommendations which I should 
like to clear up has to do with the 
amount of Government control in- 
volved. 

This is somewhat related to the 
cost question. On the one hand, we 
hear that a program will be too costly, 
and on the other hand, we hear it 
said that if we place limits or con- 
ditions upon the amount of price sup- 
port, this is “regimentation.” The 
two arguments conflict. It should be 


clearly understood that the only se 
called Government controls involv: 
in my recommendations are th 
which limit the amount of the Goy 
ernment’s commitment to farmers. 

I state categorically: 

1. That my recommendations cal 
for absolutely no form of authorit 
or control not contemplated by Titl 
II of the Agricultural Act of 1948. 

2. That the legislation I have ree 
ommended is less restrictive than an 
so far enacted by virtue of the fac 
that it offers more encouragement t 
the abundant consumption and pra 
duction of farm products and, there 
by, offers more protection agains 
surpluses. This program would in 
crease inducements for desirable ad 
justments without ordering them. 

3. That the present legal right o 
producers to accept or reject by refer 
endum any proposed mandatory lim 
itation upon their marketing shoul 
not be infringed. As you know, ¢ 
farm marketing quota program can 
not be put into effect for any com 
modity unless at least two-thirds o 
the producers voting in a referendun 
have accepted such regulation. The 
Secretary cannot even propose suck 
a mandatory limit except under care 
fully defined conditions which safe 
guard the public interest... . 


FARM PRODUCT PRICING RECONSIDERED 
By THEODORE W. SCHULTZ* 


... THE war-induced boom that got 


* Excerpts from a speech presented by 
Professor Schultz on April 21, 1949, for 
the Midwest Economic Association Meet- 
ings, St. Louis, Mo. 


underway in 1941 has virtually spen 
itself as far as food is concerned, an¢ 
farm prices are returning, as a conse 
quence, to their peace-time position: 
relative to other prices. Meanwhile 
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has become increasingly apparent 
it-the price support program car- 
forward from the war period 

ll force the USDA to accumulate 
xcks of wheat, corn, cotton, and 
aer storable products in extraordi- 
rily large amounts, will soon put 
“ming under crop controls and mar- 
t quotas, and will create an all but 
ipossible situation for the USDA in 
aling with such major perishable 
oducts as hogs. These developments 
ould not have come as a surprise, 
r it was easy to foretell these rather 
ious economic consequences. In 
dition, however, there has arisen 
pronounced political drive for in- 
easing price supports even further, 
otivated in large part by the desire 
keep the farm income from falling 
bstantially; partly to create a need 
r and to justify the use of the old 
oduction control machinery; partly 
exact a very considerable monop- 
y price from consumers, following 
this matter the notable success of 
e tobacco group; and partly to take 
lvantage of the turn of the election 
id the presumed claim that farmers 
id on the successful party. Clearly, 
€ economic indicators all point to 
jjustments in price supports which 
>in the opposite direction from that 
which the political forces are 
-aded. For example, if production 
ntrol and marketing quotas are to 
: averted, or at least kept at some 
inimum, it will be necessary to 
wer the existing level of price sup- 
rts. If some semblance of economic 
der is to be maintained in dealing 
ith big and small crops, a schedule 


of support prices will be required to 
obtain some measure of flexibility. If 
perishable farm products are to be 
given a “support price,” income pay- 
ments of some sort will have to be 
employed, virtually of necessity... . 

What value should the United 
States place on its farm products? 
This question is indeed basic. A 
mistaken answer has been taken as 
valid in much of the argument about 
agricultural price policy. The pro- 
posal of the Secretary is no exception. 
Farm products simply do not have as 
high a value as farm leaders would 
like to believe. Should farm prod- 
ucts be valued as high as they were 
during the war and the early post- 
war years? Obviously, no—unless 
war were to occur. Should they be 
valued at the old parity, leaving aside 
for the moment the appropriate re- 
lationships among farm prices and 
considering only the ratio of the aver- 
age of all farm prices received to 
prices paid by farmers? A clear-cut 
answer can be had from the drift in 
commodity markets starting last fall 
and still underway. For all who are 
willing to look at what is being writ, 
the answer is an unqualified no. ... 

This much is fairly evident: In 
making price policy for agriculture, 
the basic question of the value of 
farm products is not being faced, and 
until it is, no satisfactory solution can 
be achieved of the waste and misuse 
of farm products that arises whether 
they are dumped abroad, diverted to 
inferior uses at home, or accumulated 
as stocks in quite unmanageable 
amounts, and of the inefficient use 


of agricultural resources that arises 
when recourse is had to acreage allot- 
ments and marketing quotas and to 
other measures intended to control 
agricultural production. The ques- 
tion which has been put to the fore- 
front in agricultural price policy has 
focused primarily on farm income; 
namely, how large a share of the 
national income should be distrib- 
uted to farm families? The unwill- 
ingness of farm groups to consider 
the shortcomings of the 1910-14 par- 
ity in pricing farm products; the re- 
cent efforts to increase price supports 
in terms of parity and to put off going 
over to flexible price supports, are all 
indications of the growing income 
bias underlying agricultural price 
policy. The Statement of the Secre- 
tary on April 7, justifying the pro- 
posed income standard is unmistaka- 
bly clear on this point... . 

.. Economic analysis of resource 
allocation andincome distribution tells 
us that the price-emaking mechanism 
is not an appropriate apparatus for 
lessening the inequality in the per- 
sonal distribution of income. If it 
were, why would we encumber our- 
selves with a complicated system of 
progressive income and inheritance 
taxes instead of simply increasing the 
price of the resources which the par- 
ticular families who should receive 
more income have to sell? To attempt 
to use price supports for this purpose 
will have two highly undesirable con- 
sequences: (1) It will seriously im- 
pair the capacity of prices in allo- 
cating agricultural resources and (2) 
It will affect adversely the distribu- 
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tion of income within agriculture 1 


spite of the restriction imposed to 
limit the size of the benefits going 
to large farm operators. . . . 

Is parity based on 1910-14 or on 


the Secretary’s new income standard) 


= 


Although the new income standar 
specified 26,234 million dollars fo: 
agriculture in 1950, no one would 
contend that in the event the ia 
income were to be exactly 26 billion 
dollars or substantially less than that 
therefore unemployment would 
widespread; the aggregate income 
and demand of the United States 
economy would be down and de- 
pressed. On the contrary, the farm 
income in 1950 could fall several bil- 
lion dollars and the economy as a 
whole might be experiencing another 
inflationary peroid. The same re- 
marks may be applied to the old 
parity or to farm prices held at no 
higher than 90 per cent of parity.... 
Once a depression exists, and leav- 
ing it to the political process to de- 
termine to what extent the income of 
farmers should be maintained, how is 
this objective to be achieved? Obvi- 
ously some way must be found of 
supplementing the income of farmers 
under these conditions. Here we have 
the case for what I have been prone 
to call “Compensatory Payments.” In 
summary, these payments should ac- 
complish the following: (1) Reduce 
the instability of farm income caused 
by business fluctuations; (2) Do this 


anit ied at a one what will ‘ules which are announced should be 
the payments counter-cyclical clear and precise so that farmers can 
ir effect; and (3) Make the pay- readily interpret their implications 


disturb agricultural production or price schedules adopted should be 
‘trade in farm products. those which achieve the desired out- 
Ss proposal does not envisage put. eo 

erference of the government It is plain that the Secretary of 


: market prices free to.clear the tem of forward prices. There is no 
‘deep or widespread the depres- consideration to adopt prices which 


nique, it is fully as applicable to to announce them in advance of the 
ble as to pexishable farm prod-— time farmers make their commit- 
, and, in principle, no distinction ments for the next production period. 
be drawn between them. Again and again economists have 

important alternative proce- taken the pains to point out that 
>in pricing farm products would _ prices based on parity, whether they 
> undertake a system of forward be tied to 1910-14 or to a recent ten- 
2s to complement the existing year period are inescapably backward 


d strengthen such institutions in ent upon a formula. The formula is 
isely the area in which they are dependent t upon history, and history 
akest, since they. do not provide — does not choose to repeat itself. No 
bes with a set of relative prices formula based on either the near or 
re efficient as production guides, — distant past can tell us much about 
instead impose, as I have indi- the present value of farm products, 
ed, much unnecessary ‘uncertainty — -and even less about the relative prices 
farmers. : that will be efficient in guiding agri- 


olleague, Professor D. Gale course, ways of making any particu- 
son, briefly at this point, by indi- lar parity or income standard less 


d prices are few in number and one way is to allow a wide range of 


smely simple: (1) The prices ~ administrative discretion as in the 
be announced sufficiently far _ early AAA legislation, and another — 


vance to enable farmers to adjust way is to build in various kinds of 
production programs | ‘to the flexibilities. The merit of Title II of 
es; (2) The prices should cover the Agricultural Act of 1948 lies in 


eet amount of time to permit —the fact that it will do the least harm) _ 


ers to complete their production to agricultural production and to 
ea abe pas or ee Hee trade j in farm products. ... 


ts to farmers in a way that will for themselves; (4) The prices or 


cing farm products. It would Agriculture has not proposed a sys- 
aly and demand, regardless of intention in any of the plans under — 


Wy Moreover, ; as an administrative will achieve the output desired and 


may be permitted to draw upon . cultural production. There are, of = 


‘that the basic aspects ‘of tor = harmful than it would otherwise be; _ 


ce ‘making institutions. This step in their orientation. Parity is depend- ES 
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